COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of: )
)
THE APPLICATION OF KENERGY CORP.) CASE NO. 2004-00446
FOR REDUCTION IN REVENUE AND )
ADJUSTMENT OF EXISTING RATES )

RESPONSE OF KENERGY CORP. TO INITIAL DATA
REQUESTS OF KENTUCKY INDUSTRIAL UTILITY
CUSTOMERS, INC.

DORSEY, KING, GRAY, NORMENT & HOPGOOD
318 Second Street

Henderson, Kentucky 42420

Telephone (270) 826-3965

Telefax (270) 826-6672

Attorneys for Kenergy Corp.

By //Q/Lml/\l/k C"A—/A \

FRANK N. KING, JR. { |

I hereby certify that this Response has been served upon the Atto*ney
General of Kentucky, Office of Rate Intervention, 1024 Capital Center Drive, Frankfort
Kentucky 40601, and Michael L. Kurtz, Esq., Boehm, Kurtz & Lowry, 36 East Seventh
Street, Suite 2110, Cincinnati, Ohio 45202, counsel for Kentucky Industrial Utility
Customers, Inc., by mailing true and correct copies of same on this 4 wday of February,

2005. J

(/( £AAA [/\ 1/\—

t Frank N. King, J|

\
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KENERGY CORP.
RESPONSE TO KIUC’S
FIRST DATA REQUEST FOR INFORMATION

CASE NO. 2004-00446

Item 1) Please provide a copy of the RUS Form 7 of Kenergy Corp. (“Kenergy”) for the
year ended December 31, 2004. If the final RUS Form 7 for the year 2004 is not available at the
time of Kenergy’s response to this data request, Kenergy may provide a copy of the preliminary
Form 7 as filed with the RUS, to be followed by the final Form 7 when such document is filed

with the RUS.

Response)  The Form 7 filed with the RUS will be provided when complete around March 1,

2005. A preliminary Form 7 has not been filed with the RUS.

Witness) Steve Thompson

Item 1
Page 1 of 1
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KENERGY CORP.
RESPONSE TO KIUC’S
FIRST DATA REQUEST FOR INFORMATION

CASE NO. 2004-00446

Item 2) Please provide a copy of Kenergy’s audited financial statements as of and for the
period ended December 31, 2004. If such audited financial statements are not available at the
time of Kenergy’s response to this data request, Kenergy may provide a copy as soon as the audit

is concluded.

Response)  The audit report will be presented to the Board of Directors on April 12, 2005,

after which a copy will be provided.

Witness) Steve Thompson

Item 2
Page 1 of 1
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KENERGY CORP.
RESPONSE TO KIUC’S
FIRST DATA REQUEST FOR INFORMATION

CASE NO. 2004-00446
Item 3) On Kenergy’s Exhibit 5, page 8, Kenergy explains a proposed reduction to test

year revenues in the amount of $300,000. With respect to such proposed reduction:

a. Provide all assumptions and supporting calculations for, and all memoranda or
other writings with respect to, the unbilled revenue amount of approximately $1,600,000, as of
July 1, 1999.

b. Provide a schedule by date of all adjustments that have been made to such amount
since July 1, 1999, including all assumptions and supporting calculations for each such
adjustment.

c. Provide a complete explanation, including all supporting calculations and any
memoranda discussing the proposed adjustment, for the proposed test year revenue reduction of
$300,000.

d. Provide a full and complete explanation as to the reasons that the proposed test
year revenue reduction of $300,000 does not constitute retroactive ratemaking that is precluded
by applicable Kentucky law.

Response) a) The unrecorded asset at 12/31/99 was $2,454,321, as shown on Item 3,
pages 2 -9 of 17. The $1,600,000 applies to 12/31/03.

b) See Item 3b, pages 10— 15 of 17.

c) See Item 3c, pages 16 and 17 of 17.

d) This is not retroactive ratemaking because there is no proposed rate

change that would apply to past service.

Witness) Steve Thompson

Item 3
Page 1 of 17
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xS ELECTRIC CORP

INVOICE

P.O. BOX 24 HENDERSON, KY 42420

I

LS

MONTH ENDING 11/30/99

_: KENERGY CORP - RURALS ACCOUNT 005 KE
WICE FROM 11/01/99 THRU 11/30/99 COINCIDENTALL155.579 11/30 8:30 P
COINCIDENTAL L.F. PREVIQUS PRESENT KW/ KWH
SUBRSTATION KW KWH COIN, READING READING DIFF. MULT.
- Beda 4,212 1,837,980 60.61 7610.100 9448.080 1837.980 1000
—~Beech Grove 2,670 1,429,980 74.38 £048.950 7478.930 1429.980 1000
—Centertown 1,464 580,080 55.02 5536.660 6116.750 580.090 1000
- Dermont 4,024 1,557,360 53.75 7242.140 8799 .500 1557.360 1000
Dixon 2,998 1,121,680 51.96 6118.200 7239.880 1121.680 1000
Geneva 3,415 1,628,910 §66.25 5672.750 7301.660 1628.910 1000
~-Guffie 3,136 1,245,310 55.15 7618.980 8864 .290 1245.310 1000
~Hanson 352 135,540 53.48 7366.400 7501.940 135.540 1000
~Hawesville , 4,730 2,175,590 §63.88 9587.590 11763 .180 2175.590 1000
Hudson Substation 3,149 1,705,650 75.22 32980.520 44145.050 11164 .530 1000
- Lewisport 5,067 2,684,680 73.58 10712.010 13396.690 2684 .680 1000
Little Dixie 2,271 985,370 £0.26 1514 .270 2499.640 985.370 1000
Lyon County 3,456 1,522,620 61.19 9327.500 10850.120 1522.620 1000
Marion 5,819 2,357,360 56.27 95690.490 12047.850 2357.360 1000
- Masonville 3,726 1,836,620 6£8.46 7014.020 8850.640 1836.620 1000
Morganfield 5,631 2,400,360 59.20 9372.300 11772.660 2400.360 1000
Niagara 4,264 1,795,250 58.48 4166.520 5961.810 1795.290 1000
~Nuckols 3,149 1,549,570 £8.34 8367.200 9916 .770 1549.570 1000
~Onton 2,475 1,037,270 58.20 9911.320 10548.590 1037.270 1000
—Philpot 5,028 2,456,130 67.84 5959.280 8415410 2456.130 1000
Providence 4,795 1,911,750 55.37 8733.480 10645.230 1911.750 1000
Race Creek 5,540 2,328,870 58.38 4629.360 6958 .230 2328.870 1000
Rivarport 1,153 561,280 67.59 4853 .480 6860 .340 2006.860 1000
—Sacramento 1,821 760,610 58.02 5049.710 $810.320 760.610 1000
Sebree 2,592 1,176,930 63.06 3978.500 5156.430 1176.930 1000
~South Dermont 6,409 3,023,620 65.53 3843.450 6867.070 3023.620 1000
-£ th Hanson 7,569 2,982,640 54.73 8712.510 11695.150 2982.640 1000
th Owensboro 9,098 5,032,740 76.83 7883 .B40 12916.580 5032.740 1000
- . Joe 2,187 953,990 60.58 4056.350 5010.340 953.990 1000
—Stanlay 2,378 1,021,230 59.64 2705.840 3728.070 1021.230 1000
Sullivan 2,074 928,330 62.18 1825.090 2753.420- 928.330 1000
—Thruston 7,847 3,307,080 58.53 5172.820 8479.910 3307.080 1000
~Utica 5,560 2,138,890 53.43 3374.130 5513.020 2138.8%) 1000
Weaverton 5,016 2,347,290 65.00 8891.150 11238.440 2347.288 1000
—Weberstown 2,901 1,156,480 55.37 6065.840 7222.320 1156.480 1000
~West Owensboro 5,514 2,329,010 58.66 5058.810 7427.820 2329.0%0 1000
Mhitesville 5,508 2,262,240 57.04 7873.670 10135.910 2262.220 1000
-Yeager 17 15,673 131.13 5334.70 5491 .43 156 .43 100
Zion 6,564 2,715,820 57.46 6967.730 9683.550 2715.820 1000
TOTAL 155,578 68,997,843 S S
ACTUAL DEMAND 155,575 KW TIMES $7.3700000 EQUALSS 1,146,617.23
;,V,f‘a‘ . SUB-TOTAL §TT 1, 1A, LTI
ENERGY 58,597,843 KWH AT $.0204000 EQUALSS 1,407,556.00
RN O ittt
W Kol i SUB-TOTAL s 1,207,556.00
< - LD 22 33 pEvaND AND ENERGY S 2,554,173.23
St C{éy%% 435y, 333 ],k 3> DEMAND AND ENERGY s  2,554,173. 23
S R = v S D e
oo 58737 25 457,510 52,720,940 TOTAL BMOUNT DUE §  2,554,173.23
bt h / o ’ - e e e e e = TS DN ST NIRRT OIS
s FEEEEEEE
17
(55579 68977 443
p—
/

DUE IN
IMMEDIATELY AVAILABLE FUNDS
Q5 THIS DRTE
12/27/99

-LCAD FACTOR-
COIN. BILLED
61.60% 61.60%

~~~~~~ POWER FACTOR~---~- MILLS PER KWH
BASE AVERAGE @ PERK ltem 3
$0.00%  95.00% 97_‘oo%pag650f1}77.02
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INVOTICE

COTN BILLED AVERAGE @

PEAXK

. A\
BIG RIVERS ELECTRIC CORP P.0. BOX 24 HENDERSON, KY 42420 D
MONTH ENDING 12/31/99
TO: KENERGY CORP - RURALS ACCOUNT 005 KE
SERVICE FROM 12/01/99 THRU 12/31/99 COINCIDENTAL175.350 12/21 7:30 B
, COINCIDENTAL L.F. PREVIOUS PRESENT W/ K
SUBSTATION KW KWH COIN. READING READING DIFF. MULT.
Beda 4,692 2,491,490 71.38 9448.080 11939.570 2491.490 1000
Beech Grove 3007 1'738.490 77.71  7478.930 9217.420 1738.490 1000
Centertown 1,635 8la 180 66.92  6116.750 6930.930 814.180 1000
De rmont 20717 2,140,050 60.97 8799.500  10939.550 2140.050 1000
—Dixon 3,190 1'552.710 65.41  7239.880 8792.590 1552.710 1000
—Geneva 309771 2/062.780 73.52  7301.650 9364 .440 2062.780 1000
Guffie 3529 1'781.020 67.83 8864.290  10645.310 1781.020 1000
Hanson 200 7'192.080 64.61  7501.940 7694 .020 192.080 1000
Hawesville 5,398 2,862,350 71.27 1763.180 4625.530 2862.350 1000
—Hudson Substation 2'936 1'889'530 86.51 14145.050 25507.400 11362.350 1000
Lewisport 5 884 3'297.090 75.32 13396.690 -16693.780 3297.090 1000
—Little Dixie 2,375 1300400 73.59  2499.640 3800.040 1300.400 1000
—Lyon County 4,132 2/039,930 66.32 850.120 2890.050 2039.930 1000
~Marion 6629 3'232/300 65.54 2047.850 5280.150 3232.300 1000
Masonville. 4212 2'189.950 69.88 8850.640  11040.590 2189.950 1000
=—Morganfield 6,791 33337710 65.98 1772.660 5106.370 3333.710 1000
—Niagara 5,080 2/513.020 66.49 5961.810 8474.830 2513.020 1000
Nuckols 3687 1'885.540 68.73 9916.770  11802.310 1885.520 1000
onton 30000 1'516,960 67.96 948.590 2465.550 1515.960 1000
Philpot 50437 3/007.980 74.36  8415.410  11423.390 3007.980 1000
—providence 5612 2'762.570 66.17 645.230 3407.800 2762.570 1000
~Race Cresk 6 451 3'334,750 69.38  6958.230  10292.980 3334.750 1000
~Riverport 563 510,640 121.95 6860.340 8835.000 2025 .660 1000
S -amento 2,148 1,074,090 €7.20 5810.320 £884.410 1072.090 1000
—  lse 2,773 1/550,990 75.17 5156.430 6707.420 1550.990 10°n
. .h Dermont 7'208 3/515.850 65.60 6867.070  10383.520 3516.850 1
South Hanson 9,091 1/558,830 67.40 11695.150  16254.040 2558.890  1Uud
South Owensboro 9529 5268210 73.53  2916.580 8184 .790 5268.210 1000
St. Joe 5553 1/290,020 67.91 5010.340 £300.360 1290.020 1000
Stanley 2903 1/233.580 66.37 3728.070 5161.650 1433.580 1000
—~Sullivan 21372 1'228,250 69.61  2753.420 3981.670 1228.250 1000
Thruston 3378 1'526'500 68.83  8479.910  13026.410 2546.500 1000
Utica 6. 169 3'081,020 67.13 5513.020 8594 .040 3081.020 1000
— Weaverton 57307 2/701.380 68.41  1238.440 3339.820 2701.380 1000
Weberstown 30147 1'626.820 69.48  7222.320 8849 .140 1626.820 1000
West Owensboro 6286 3/128.750 66.50 7427.820  10556.570 3128.750 1000
Whitesville 6.078 3'173.7%0 70.18 135.910 3309.700 3173.790 1000
“Yeager - 24 227156 126.19 5491.43 5712.99 221 .56 100
—Zion 7,646 3,827,020 67.27 9683.550  13510.570 3827.020 1000
TOTAL 175,350 90,477, 8356
ACTUAL DEMAND 175,350 KW TIMES  $7.3700000 EQUALSS  1,292,329.50
SUB-TOTAL s 1,292,329.50
ENERGY 90,477,836 KWH AT $.0204000 EQUALSS  1,845,747.85
‘ SUB-TOTAL 1,845,747.8
) Kol i - s 1,845,747.8 3
- == “ DEMAND AND ENERGY s 3,138,077.35
. nNG o
Lot /0910 56,677,585 LA6397%40 R
- TOTAL AMOUNT DUE §  3,138,077.35
. e A vl ' '
et - 3bYY 33,8339,98D Al 4103 .29 m=====s==s====
Item 3
-LOAD FACTOR- ==-n-- DOWER FACTOR- -~ - -~ Pagedrof §7vEr xwH DUE IN

IMMEDIATELY AVAILABLE FUNDS

B s e e N aakal
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_.rS ELECTRIC CORP

&

PR A VA O Y R A

P O. BOX 24 HENDERSON, KY 42420

MONTH ENDING 11/30/8989

~: KENERGY CORP - RURALS ACCOUNT 005 KE
VICE FROM 11/01/99 THRU 11/30/98 COINCIDENTAL155.579  11/30 B8:30 P
COINCIDENTAL L.F. PREVIOUS PRESENT KW/ KWH
SUBSTATION KW KWH COIN.  READING READING DIFF. MULT.
- Beda 4,212 1,837,980 60.61  7610.100 9448.080 1837.980 1000
-Beech Grove 2,670 1,429,980 74.39  604B.950 7478.930 1429.980 1000
—~Centertown 1,464 580,090 55.02  5536.660 €116.750 580.090 1000
- Dermont 4,024 1,557,360 53.75  7242.140 8799.500 1557.360 1000
Dixon 2,998 1,121,680 51.96  6118.200 7239.880 1121.680 1000
Geneva 3,415 1,628,910 66.25  5672.750 7301.660 1628.910 1000
-Guffie 3,136 1,245,310 55.15  7618.880 BB64.290 1245.310 1000
_Hanson 352 135,540 53.48  7366.400 7501.940 135.540 1000
—Hawesville 4,730 2,175,590 63.88  9587.580  11763.180 2175.5%0 1000
Hudson Substation 3,148 1.705,650 75.22 32980.520  44145.050  11164.530 1000
- Lewisport 5,067 2,684,680 73.58 10712.010  13396.680 2684.680 1000
Little Dixie 2,271 985,370 60.26  1514.270 2489 .640 985.370 1000
Lyon County 3,456 1,522,620 61.19  9327.500 10850.120 1522.620 1000
Marion 5,819 2 357,360 56.27  9690.450  12047.850 2357.360 1000
- Masonville 3,726 1,836,620 68.46  7014.020 BB50.640 1836.620 1000
Morganfield 5,631 2,400,360 59.20  9372.300 11772.660 2400.360 1000
Niagara 4,264 1,795,290 58.48  4166.520 5961.810 1795.280 1000
~Nuckols 3,149 1,549,570 68.34  8367.200 9516.770 1549.570 1000
~Onton 2,475 1,037,270 58.20  9911.320 10948.590 1037.270 1000
—Philpot 5,028 2,456,130 67.84  5958.280 B415.410 22456.130 1000
Providence 4,795 1,911,750 55.37  8733.480  10645.230 1911.750 1000
Race Creek 5,540 2,328,870 58.3B  4629.360 £958.230 2328.870 1000
Riverport 1,153 561,280 67.59  4B853.480 6860.340 2006.860 1000
—Sacramento 1,821 760,610 58.02  5049.710 5810.320 760.610 1000
Sebree 2,592 1,176,930 63.06  3978.500 5156.430 1176.930 1000
~South Dermont 6,409 3,023,620 65.53  3B43.450 6867.070 3023.620 1000
—South Hanson 7,569 2,982,640 54.73  8712.510  11695.150 2982.640 1000
-8 th Owensboro 9,098 5,032,740 76.83  7883.840  12916.580 5032.740 1000
— Joe 2,187 953,990 60.5B  4056.350 5010.340 953.950 1000
-t ley 2,378 1,021,230 59.64  2706.840 3728.070 1021.230 1000
Su.:ivan 2,074 928,330 62.18  1825.080 2753.420 928.330 1000
—Thruston 7,847 3,207,050 58.53  5172.820 8479.810 3307.090 1000
~Utice 5,560 2,138,890 53.43  3374.130 5513.020 2138.8&0) 1000
Weaverton 5,016 2,347,290 65.00 8881 .150 11238.440 2347 .28F 1000
~Weberstown 2,901 1,156,480 55.37  6065.840 7222.320 1156.480 1000
—West Owensboro 5,514 2,329,010 58.66 5058.810 7427.820 2329090 1000
Whitesville 5,508 2,262,240 57.04  7B73.670  10135.510 2262.280 1000
-Yeager 17 15,673 131.13 5334.70 5491 .43 156 .3 100
zion 6,564 2,715,820 57.46  6967.730 9683 .550 2715.820 1000
TOTAL 155,579 68,997,843
ACTUAL DEMAND 155,579 KW TIMES  $7.3700000 EQUALSS  1,146,617.23
OINEP SUB-TOTRL $ 1,146,617.23
ENERGY 68,997,843 KWH AT $.0204000 EQUALSS  1,407,556.00
BEV / L o e e
!lyQA KMy = S SUB-TOTAL $ 1,407,556.00
< . TR ) LD 32L 23 pEvAND AND ENERGY S 2,55 2153 oa
> e A ' = ‘ 4,173.23
St C{éyq,;( 45s)5,3 33 ],E0l, 33 DEMAND AND ENERGY s 2,554,1
" , — ,.hr,v._/ ~ - T e T T T
Jy T 58737 25 Y4:7.510 S 5260, 4D TOTAL AMOUNT DUE $  2,554,173.23
- T~y T T J
Tt ey T s==sssssss
(55519 §977 843
— |
/
-LORD FACTOR-  ------ POWER FACTOR------ MILLS PER KWH DUE IN
COIN. BILLED BASE AVERAGE @ PERK IMMEDIATELY AVAILABLE FUNDS
61 60% 61.60% 90.00% 95.00% 97.00%  Jtem 37 02 oM THIS DARTE
12/27/99
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KENERGY CORP.
RESPONSE TO KIUC’S
FIRST DATA REQUEST FOR INFORMATION

CASE NO. 2004-00446

Item 4) At page 4 of Kenergy Exhibit 6, Mr. Bailey testifies that the rates adjustments
proposed in the instant proceeding adhere to the concepts of revenue stability, rate continuity,
and gradualism that previously have been acknowledged by the Commission. With respect to
such concepts:

a. Explain in detail how revenue stability would be adversely impacted if Kenergy
received the same aggregate revenues as sought in this proceeding, but the
allocation of such revenues among customer classes was determined strictly on
the basis of the cost of service study submitted by Kenergy in this proceeding.

b. Explain in detail how rate continuity would be adversely impacted if Kenergy’s
electric rates were to be adjusted in a manner that brings all customer classes
closer to rate parity than would occur under the rate adjustments proposed by
Kenergy in this proceeding.

C. With respect to gradualism, what does Kenergy deem to be the appropriate period
to time over which rates should be gradually adjusted in order to achieve rate
parity for all customer classes?

d. Discuss any long term strategic plan that Kenergy may have to achieve rate parity
for all customer classes. If Kenergy has no such plan, would Kenergy object to a
Commission directive for Kenergy to develop and submit in this proceeding a

long term strategic plan to achieve rate parity for all customer classes?
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Response)  a) Allocating revenues among the classes based solely on cost of service
would result in an increase to the residential and single phase class and decreases to the three
phase classes. If it is assumed that there would be no net reduction in margins due to changes in
consumption as a consequence of changes in price, then there would be no adverse impact on
aggregate revenues from allocating revenues among customer classes solely based on cost of
service. No study has been performed by Kenergy to determine how changes in price could
affect Kenergy’s sales (i.e. price elasticity).

b) The question is vague because the term “closer” does not provide a
definitive measure to be used for the response. It is also vague because rate continuity is a
subjective measure. However, to provide perspective, an adjustment that moves classes closer to
parity by a tenth of a percent in rate of return would require an additional three tenths of a
percent increase in residential/single phase revenues. In contrast, an adjustment that moves the
residential/single phase to parity would require a 5.5% increase in residential/single phase
revenues in addition to the 4.21% increase that has occurred as result of the expiration of the
consolidation credit.

c) Kenergy believes rates should be adjusted to achieve parity as quickly as
possible while avoiding excessively adverse customer impact. What constitutes excessive
customer impact is a subjective measure and is affected by multiple factors such as overall rate
pressures and competitiveness. Kenergy believes that its proposed rates do not result in

excessively adverse customer impacts taking all factors into consideration.
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d) The Kenergy management recognizes rate parity as an objective and it is
Kenergy’s plan to adjust rates based on cost of service to extent practical in each of its
subsequent rate cases. However, Kenergy has no plans to file a subsequent rate case solely for

the purpose of making further adjustments to achieve cost based rates.

Witnesses) a&b) Jack Gaines

c&d) Mark Bailey
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Item 5) Under its proposed rate adjustments to Schedule 2, Kenergy seeks to apply a
different rate to certain “grandfathered” customers that to other customers. Please explain

Kenergy’s intention in making this rate proposal.

Response)  There are three sets of “grandfathered” customers. Originally, certain customer
sets were grandfathered into classes so that no customer would receive a rate increase for five
years as a result of the consolidation. One set is 298 former Henderson Union three-phase
accounts that were grandfathered onto Schedule 1. Those customers were grandfathered when
Kenergy was formed since having not previously been billed based on demand by Henderson
Union and demand data was not available, it was likely that at least some would have incurred an
increase if transferred to Schedule 2 for three-phase service. By establishing a three-phase
customer charge that applies to all Schedule 1 three-phase accounts, the former Henderson Union
accounts can be permanently placed on Schedule 1 on comparable basis with the former Green
River accounts and the consolidation will be completed. A second set is the former Henderson
Union Street Lights. As proposed, those rates will be fully adjusted to the prevailing Kenergy
rate for comparable lights. The third set is a single Large Power 3 phase account that has been on
the Over 1,000 kW tariff (Schedule 3) but based on applicability would have only qualified for
the 1,000 kW and under tariff (Schedule 2). The purpose of creating an intermediate tariff rather
than move this customer to Schedule 2 in this case is to mitigate the amount of the increase that

would otherwise be incurred by the customer. For the subject customer, the total increase
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including the expiration of the consolidation credit would have been 12.9% if placed on
Schedule 2. As proposed, the total increase is 6.8%. It is my understanding that management’s

plan is to move the customer the remaining step in the next rate case.

Witness) Jack Gaines
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Item 6) Kenergy’s Response to Item 1 of the Commission’s First Data Requests shows
that distribution maintenance expenses increase from $5,302,089 for the year ended 5-31-03 to
$7,008,443 for the year ended 5-31-04. Kenergy’s Exhibit 5, page 1, reflects a further pro forma
increase to distribution maintenance expense of $400,493. This is a test year increase in
distribution maintenance expense of $2,106,847, or a 39.7% increase. Please provide a schedule
showing all elements of this increase, accompanied by an explanation for the substantial increase

in distribution maintenance expense when compared to the prior twelve-month period.

Response)  Item 11, pages 23, 24 and 25 of the response to Item 1 of the Commission’s first
data request details the distribution maintenance accounts (590 — 598) changes by month when
compared to the prior twelve-month period. The increase is primarily caused by major storm
expenses (approximately $500,000), contractor right-of-way trimming costs ($1,113,417), and

underground cable failures ($179,763).

Witness) Steve Thompson
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Item 7) Kenergy’s response to Item 1 of the Commission’s first data request shows that
A&G expense increases from $1,738,167 for the year ended 5-31-03 to $2,579,162 for the year
ended 5-31-04. Kenergy’s Exhibit 5, page 1, reflects a pro forma decrease to A&G expense of
$533,069. This results in a test year net increase in A&G expense of $307,926, ora 17.7%
increase. Please provide a schedule showing all elements of this net increase, accompanied by
an explanation for the substantial net increase in A&G expense when compared to the prior

twelve-month period.

Response)  Item 11, pages 29 — 34, of the response to Item 1 of the Commission’s First Data
Request details the A & G (920 — 935) changes by month when compared to the prior twelve-

month period. The total of these accounts was $2,579,162 for the test year ending May 31, 2004

and $1,738,167 for the year ending May 31, 2003, and increase of $840,995. The majority of

this increase, or $507,779, resulted from adjustments to record large deferred compensation
losses (Dec.-02) and gains (Dec.-03), which have no bottom line impact. The December 2003
gain has been removed, per Exhibit 5, page 16. A total of $81,031 results from CEO search
expenses and internal auditing costs. (CEO search expenses have been removed for rate-making
purposes.) Account 928, regulatory commission expense, increased $154,285 from the previous

twelve months.

Witness) Steve Thompson
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